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Whatever happened to the much-touted 
golf boom that spawned hundreds of new 
courses? What golf boom' 


Extrapolation 
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By Howard Rudnftsky 
and Rita Koselkt 

T | he National Golf Foundation 
promotes golf course develop¬ 
ment. Boy, does it promote. At 
the golf industry's third biennial Golf 
Summit, held at Marriott's Desert 
Springs resort in Palm Springs, Calif, 
last month, ngf President Joseph Be¬ 
ditz told several hundred participants 
that about 600 new golf courses were 
completed during the past two years, 
This was nearly twice the level of 
1986 to 1988. Yet even that, Beditz 
said, isn't enough to support demand. 

Beditz explained by extrapolation. 
One million new players a year are 
taking up the game, he asserted, add¬ 
ing to the 24 million existing golfers. 
From that swelling base, Beditz con¬ 
cluded that, to meet growing demand 
in the 1990s, the industry must build 
at least 350 courses a year for the next 
ten years. 

It was a typical pitch. Seize upon an 




optimistic percentage increase, no 
matter how dubious the underlying 
assumptions, and extrapolate it out to 
the ozone. Typical and dangerous. 

Now listen to James McCumber, 
whose Middleburg, Fla.-based 
McCumber Golf builds, owns and 
manages golf courses. "In our area 
there’s a problem with 50% of the [golf 
club] developments," McCumber re¬ 
ports. ‘The developers weren't disci¬ 
plined. They thought if one course was 
good, two would be better. When the 
real estate quit selling, the courses 
made no sense." 

In a growing number of areas 
around the country there is an over¬ 
abundance of holes, particularly at 
private clubs built to sell high-priced 
housing. A half-dozen golf course de¬ 
velopments have filed for Chapter 11 
in New England this year, including 
three on Cape Cod and the Robert 
Trent Jones-designed Ipswich Coun¬ 
try Club in Ipswich, Mass. In Mem¬ 
phis, Term., Southwind, a mixed-use 
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development Igolf course, clubhouse, 
residential and commercial], was fore¬ 
closed on by the lenders. (The golf 
course itself was later sold to the pga 
Tour at an undisclosed price.] In Flori¬ 
da, where developers built 675 
courses—more than anywhere in the 
country—in the 1980s, scores of pri¬ 
vate clubs are in trouble. Says Thom¬ 
as Powers, real estate economist at 
Fort Lauderdale's Goodkm Research 
Corp.: "One-quarter of private clubs 
[in Florida] arc experiencing trouble 
and others will have to restructure." 

How can all this overbuilding 
square with the National Golf Foun¬ 
dation's claim that even now the 
country needs one new course a day 
for the next ten years to service the 
growing millions of golfers? Answer: 
It can't.The growth numbers are in¬ 
flated, and the extrapolations based 
on that growth are worthless. As Ed¬ 
ward Pazdur, editor and publisher of 
Excattiiv Golfer magazine, puts it: 
"What is a golfer; The NGE says a 
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$20 million of unsold inventory, and 
the figure is rumored to be much 
higher. Thar has everyone worried. If 
Taylor Made cuts prices sharply to 
move the inventory, everybody's mar¬ 
gins will be hurt. 

Residential real estate developers 
really swallowed the golf boom hype. 
They figured that because private golf 
clubs had been able to raise entry tees 
and dues some fourfold over the past 
ten years, they could add to their de¬ 
velopments golf courses and fancy 
clubhouses that would enable them 
to charge 40% to 50% more for a 
housing lot overlooking a course. But 
nearly ?0% of the buyers in rnrnnin- 
mties with golf courses don't even 
play golf, and in today's sagging mark 
ket many of the lots'andhomes are 
going begging. According to William 
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golfer is anyone over the age of 5 who 
has played one round of golf a year. 
It's laughable.” And the total number 
of rounds of golf played has fallen 
since 1988. 

Aren't lots of women taking up the 
game- Yes. But as it turns out, three of 
four women who take up the game 
drop out shortly thereafter. 

Questioning the ngf's rosy growth 
forecast, a sober Golf Summit panel 
member concluded: "It's going to be 
similar to the so-called tennis boom— 
suddenly the industry lost 10 million 
players who never existed.” 

The great golf boom that wasn't 
threatens to swamp hundreds of golf 
equipment and apparel manufacturers 
that geared up to supply the boom. At 
last month's Golf Summit, members 
of a trade media panel said that the 
golfers who play frequently—at least 
25 times a year—account for about 
half of all golf spending. But the num¬ 
ber of frequent players, noted the pan¬ 
el, "has remained unchanged at 5.6 
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million over the past two years." 

"Golf club sales for the first nine 
months of the year were down 9%," 
says Robert Carney, publisher of Golf 
Slxtp Operations magazine. "In the 
third quarter they were off by 16% in 
units and 21% in dollar volume." 

Carney expects a big shakeout 
among manufacturers. So does Rich¬ 
ard Werschkul, president of SI40 mil¬ 
lion lannual sales) Taylor Made Golf 
Co., the biggest maker of "metal 
■wood” golf clubs. 

"Everyone mistook the sharp annu¬ 
al increases in sales of equipment over 
the past five years for a golf boom 
rather than a replacement market 
change, which is what it was,” says 
Werschkul. "Now' the penetration of 
new equipment is at least 85%. From 
here on the market will grow’ between 
2% and 5% a year.” That sounds more 
realistic. 

Werschkul thinks most of the fail¬ 
ures will be smaller outfits. But even 
big Taylor Made is sitting on at least 


Sherman, president of Golf Realty 
Corp, in San Rafael, Calif., some tw r o- 
thirds of all private golf courses built 
in the past few years "were built by 
real estate developers who knew or 
cared nothing about operating profit¬ 
able golf courses." 

The result is predictable. Craig 
Price, executive vice president of 
Amencan Golf Corp., which manages 
some 150 golf courses, agrees that per¬ 
haps as many as 1,000 developers of 
golf course residential communities 
around the country are now in various 
degrees of financial distress, "Most of 
the golf courses are too far from large 
population centers," says Price. 
"They can't draw enough players to 
overcome their fixed costs." 


To avoid foreclosure, many devel¬ 
opers have preemptively sought 
Chapter 11 protection and are looking 
for buyers. But sell to whom, with 
financing from w'here? Golf course fi¬ 
nancing has evaporated as the lenders 
turned off the real estate loan spigot. 
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A panel discussion at S'oi ember's Coif Summit 

Warning that extrapolations can be hazardous to your financial health. 


Only prestige resorts and daily fee 
courses, which don't charge member¬ 
ship fees, are faring reasonably well. 
Result : There's been a push to manage 
and buy daily fee courses. But even 
here making money is tough. 

According to Goodkin Research's 
Powers, i t now costs about S5 millio n 
to build a course; including land, the 
c ost carrfump to~S ',3 million. Annua l 
o perating costs are typically abou t 
Si.2 million. "At $30 a round," says 
Powers, "you hope to generate 35,000 
rounds a year of play, which brings in 
just over SI million." Even if the de¬ 
veloper makes, say, $50,000 pretax 
through pro shop sales, his course 
cannot carry - itself unless he generates 
4G,0C0 rounds or is able to raise 
prices. Neither is easy, says Powers, 
with competition growing. 

Until recently, many U.S. develop¬ 
ers were hearing stories about how 
golf-crazed and highly liquid Japanese 
investors were paying ever higher 
prices for leading golf courses. Earlier 
this year, for example, Japan's Cosmo 
World agreed to pay Marvin Davis and 
partners a reported $780 million to 
acquire Pebble Beach Co., owner of 
the world-famous Pebble Beach 
course on California's Monterey Pen¬ 
insula. But interest rates have jumped 
sharply in Japan. .And late last month 
Kyowa Co., a large steel construction 
concern that moved into golf course 
development, filed for protection 
from creditors in what could become 
one of Japan's biggest postwar bank¬ 
ruptcies. As Japan's banks contract 
and fears of more bankruptcies 
spread, Japanese investors are unlike¬ 
ly to buy U.S. golf courses at I Vi to 2 
times the cash flow multiples most 
domestic buyers would pay. 

Marvin Davis got out at lust the 
right time. Landmark Land Co. was. 


less fortunate. Landmark 'Forbes, Feb. 
5! owns Oak Tree Savings, a capital- 
deficient savings and loan, as well as 
lots of land and a group of prestigious 
golf course developments including 
La Quuita and fga West, near Palm 
Springs. Last spring Landmark 
thought it had a buyer for its golf 
resorts, to be bought in two stages at a 
price of S967 million. Unfortunately, 
Landmark's Oak Tree thrift was going 
to finance most of the sale ; not sur¬ 
prisingly, thrift regulators objected. 
Landmark is expected to find a new 
buyer, but probably for much less 
than S967 million. 

Unable to sell their courses easily, 
the developers will nonetheless be 
obliged to meet higher operating 
costs. Environmental costs and con¬ 
cern over excessive pesticide and och¬ 
er chemical use are mounting for the 
industry. Many communities are be¬ 
coming hostile toward golf course de¬ 
velopment, especially where water is 
scarce. Yet as operating costs mount, 
so does resistance to rising member¬ 
ship fees. .With the economy slump- 
mg and tens o f thousandi loi-white- 
collarexec~dtives "being fired, corpora¬ 
tor perks like golf dub mem berships, 
which often reach 550,000. 

As the surge in Chapter 11 filings 
by golf course developers suggests, 
the market is painfully rebalancing 
supply and demand. Peter Blais, asso¬ 
ciate editor of Golf Course Xmcs, figures 
no more than 200 new courses will be 
built in each of the next two years, 
and the total could well be much less. 

What of the National Golf Founda¬ 
tion's projections showing that the 
country's golf boom will require more 
than 300 new courses a year for the 
next several years? BUrs characterizes 
the forecast as "wishful thinking." ■ 
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